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EDITORIAL DEPARTMENT NOTE 


It has been said that the most complex problem, if studied intensively, will 
yield a simple solution. The first article in this issue is a good illustration of 
the old saying. Food canners have many problems confronting them, involy- 
ing seasonality, quality and quantity of product, etc. Various ingenious solu- 
tions have been worked out, particularly by the large canners. The scheme 
proposed here makes extensive use of factors of relationship in the form of 


index numbers. This makes possible the computation of costs which take 
into account differences in style, size, and grade of item processed, 
WAYNE E. MAYHEW, the author, is a C.P.A. and a member of the 
American Institute of Accountants. His knowledge of the cost problems of 
food processors has made him well known in the industry, especially during 
the war when he represented several canners’ associations before OPA price 


As this issue goes to press, many accountants are wrestling with problems 
connected with year-end closing, annual reports, tax returns, and other mat- 
ters. Both the accoyntants those whom they serve are likely to become 
irritated. Irritation, however, is not likely to produce answers to problems. 
It is refreshing, therefore, to have an “auditee” speak up and, while presery- 
ing a sense of humor, present a case study of what can be done by way of 
speeding up financial statements. 

JOSEPH A. DOWLING, the “auditee,” has for more than a quarter of 
a century been a kind of reception committee for the annual visit of his com- 
pany's auditors and for revenue agents bent on examining the tax returns. 

e is a graduate of New York University and holds a Master’s degree from 
that institution. 

6 

Small concerns often have the same accounting problems as large ones 
but cannot afford the mechanical facilities for their economical handling. 
Since necessity is the mother of invention, it often happens that the 
and medium-size concerns develop special procedures that enable them to 
handle their accounting work as efficiently as do the large concerns. Ac- 
cordingly, the last article in the Bulletin deals with accounts payable pro- 
cedure and its control without the use of special equipment. 

LOUIS P. BULLAT, author of the article, completed his accounting 
work at Northwestern University. He has for some years concentrated on 
new methods in accounting procedure, both cost and general, which have 
resulted in simplification and timesaving. 
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COST ACCOUNTING FOR FOOD PROCESSORS 


by WAYNE E. MAYHEW, Partner, 
Wayne Mayhew & Co., San Francisco, Calif. 


; pa canning business is highly seasonal; this is necessarily so 

because the raw product must be harvested and preserved at 
that particular season of the year when nature brings the fruit 
or the vegetables to the proper degree of maturity. The length 
of the entire canning season will depend upon the number of 
varieties of fruits or vegetables packed by a particular canner. 
Throughout the United States there are many one-product pack- 
ers; this is particularly true with respect to peas, corn, and 
tomatoes. Canners who pack only one variety will have a packing 
season which will be as short as three weeks, and very seldom 
longer than sixty days. California canners generally are com- 
paratively fortunate because there are so many varieties of fruits 
and vegetables grown in this state. Most California canners have 
from three to a dozen varieties which they pack: regularly. Be- 
ginning with spinach in March, the season generally ends for most 
packers with tomatoes in November. Even those canners who 
pack a number of varieties have highly fluctuating peak periods 
ranging from several weeks in which nothing at all is packed to 
other periods in which several varieties are packed in large quan- 
tities in the same period. For example, only spinach is ordinarily 
packed in March, followed by an idle period before the harvesting 
of asparagus, which is packed in April and May. Cherries are 
packed in June, apricots in July, peaches and pears in August 
and September, tomatoes in August, September, October, and 
sometimes November. Very little is packed during the months 
of November, December, January, and February. 


Effect of Seasonality on Costs 

The seasonal nature of the canning business creates a special 
cost accounting problem, particularly as to those elements of cost 
which must be computed on an annual basis. We refer to this 
problem as “annualizing costs.” There are a number of groups 
of accounts representing costs which are incurred over the en- 
tire twelve-month period, but which must be prorated to the quan- 
tities packed, in the period packed. For example, superintendence 
and other types of indirect labor are elements of cost which are 
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incurred monthly throughout the year ; the same is true of a num- 
ber of factory burden accounts and a number of accounts repre- 
senting general overhead. To be more specific, the account called 
“Superintendence and Indirect Labor” may represent approxi- 
mately 15 per cent of the direct labor costs on an annual basis; 
this being the case, superintendence and indirect labor must either 
be prepaid or accrued, in order to charge against the production 
of each variety the normal amount of these costs applicable to 
each variety in the period in which the variety is packed. After 
one becomes familiar with this problem of annualizing, it is sur- 
prisingly easy to make reliable estimates as to the normal rates or 
amounts chargeable to each variety packed. It is necessary, of 
course, to make two estimates; one an estimate of the total dollar 
costs for the year, and the other an estimate of the total annual 
production. In California where the packing season is com- 
paratively long, and where a number of varieties are packed, it is 
not difficult to make a reliable estimate of these various elements 
of indirect costs. 


Preseason Cost Estimates 

There is another canning industry practice which creates a 
special problem in cost accounting. We refer to the industry 
practice of selling canned goods in advance of the packing season. 
In normal times the customer expects to buy and the packer ex- 
pects to sell a very substantial part of the entire production of 
each variety before the beginning of the packing season for that 
variety. This means that the grand total cost to make and sell 
each item packed must be reliably determined in advance of the 
packing season. Of course, it is impossible to make an abso- 
lutely accurate estimate of costs in advance of the packing season, 
but the canner has learned how to prepare cost estimates which 
are a very reliable guide in pricing his goods. Cost estimating, 
therefore, becomes a very important part of the problem of cost 
finding for canners. 2 

Cost estimates are based upon the actual experience of the 
prior year after making adjustments for changes in costs which 
are known to exist. For example, the labor cost may be estimated 
at the same as the prior year’s experience unless there has been 
a change in wage rates. If there has been such a change, the 
estimated costs are adjusted to reflect the percentage of increase 
over the prior year. In estimating the raw product cost, three 
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factors must be taken into consideration, all three of which are 
related to the experience of the prior year: (1) price per ton to 
grower plus acquisition costs, (2) case yield in terms of cases 
per ton, and (3) grade yield. There are other elements of direct 
cost that can be estimated very accurately because the cost prices 
are definitely known in advance, such as cans, shipping cases, 
labels, etc. 

As soon as the packing season has been completed for a par- 
ticular variety, the canner then prepares what he terms a “sea- 
sonal” cost statement. In this statement all of the important di- 
rect elements of costs, such as labor, sugar, and raw product are 
determined and inserted in the unit cost statement, these unit costs 
being the actual costs for the season. These seasonal unit cost 
statements will also contain certain elements of cost which repre- 
sent estimated costs rather than actual costs. The estimates refer 
principally to the various elements of indirect costs which must 
be “annualized” as previously explained. 


Number of Items Involved 
The cost accounting problem for the canning industry is more 


complicated than for some other types of business simply because 
of the great number of items packed. We have always maintained 
that any cost system which does not enable the business man to 
determine the final grand total cost to make and sell each item does 
not serve a useful purpose. If the cost system is to function prop- 
erly the executive must be able to compare the grand total cost of 
each item with the selling price of the same item. It is not sufficient 
to determine an average cost for a number of different items and 
then compare this average with an average selling price. The can- 
ner must know the cost of every variety, style, can size, and grade. 
Using canned apricots as an example, we have three styles of pack: 
halves unpeeled, whole unpeeled, and whole peeled. There are 
usually four or five, and sometimes more, can sizes, the most com- 
mon being 24/2% cans per case, 48/1 tall cans per case, 24/2 tall 
cans per case, 6/10 cans per case, and 72/8 ounce cans per case. 
Then there are the following six grades: fancy, choice, standard, 
seconds, water, and pie. Three styles, five can sizes, and six grades 
represent a total possible number of combinations which add up to 
ninety separate items. However, many of these combinations are 
not used, but it is not uncommon in normal times for a canner to 
pack from thirty to fifty different items of apricots in one year. 
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Some of the varieties are less numerous because of a fewer number 
of styles of pack. It is safe to say, however, that the average 
packer in California will pack from one hundred to two hundred 
items each year, considering all varieties, styles of pack, can sizes, 


and grades. 


Classification of Accounts 

The classification of accounts should be along functional lines; 
in other words, the elements of cost should be arranged in logical 
groups, based upon the function represented by the particular ele- 
ments. An example of the wrong way to classify accounts is the 
general ledger in which all the accounts are arranged in alpha- 
_ betical order. In this kind of classification one would probably find 
in an account called “Taxes” all tax items, such as property taxes, 
sales taxes, social security taxes, franchise taxes, Federal income 
taxes, and any other expense items which could possibly be desig- 
nated as taxes. In a proper classification of accounts, each of the 
various items of taxes would fall in a different group. In other 
words, it is not the name of the account which determines how 
the items will be classified, but the nature of the cost. 


Significant Grouping 
In the canning industry the elements of cost may be divided 
into five general groups, as follows: 


Group No. 1: Manufacturing costs, consisting of the follow- 
ing principal accounts: direct labor, indirect labor, royalties on 
labor-saving machines, raw product, tin or glass, sugar, fuel, 
power and water, and other direct supplies or expenses. 


Group No. 2: Indirect manufacturing costs, which include 
principally expenses which represent what might be termed “ex- 
penses relating to ownership of facilities,” such as taxes and 
insurance on facilities, maintenance and repairs of facilities, de- 
preciation, and factory supplies and expense. 


Group No. 3: Direct shipping costs, consisting of shipping 
cases used, labels used and label allowances, warehouse shipping 
labor, and freight to dock. This group of expenses represents 
costs which are applicable to the quantities shipped and not to 
the quantities packed ; this distinction alone requires them to be 
placed in one group. 
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Group No. 4: Direct selling expenses, consisting of brokerage 
paid or allowed, cash discount allowed, and swell allowances and 
claims. This group of expenses is likewise applicable to the 
goods which have been sold and billed and not to the goods which 
have been packed. 


Group No. 5: Generali overhead expenses, consisting of inter- 
est and other financial expenses, administrative and office sala- 
ries, executives’ expenses, office supplies and expenses, and 
other administrative expenses, and general selling expenses. 

The above account titles do not refer to the actual ledger ac- 
counts to be kept but rather to the nature of the expenses in- 
cluded in this group. All of these expenses are very general in 
nature, and therefore they are not only very indirectly related 
to the cost of production but these facts make them fall naturally 
and logically into a single group. 


Some of the above-mentioned principal groups may be con- 
veniently divided into subgroups. Exhibit 1 is a complete list of the 
actual ledger accounts commonly used by a canning company. This 


list contains only 52 accounts, including sales and cost of sales. 
In so far as the actual general ledger accounts are concerned this 
is a complete chart of accounts, even though a canner may pack 
a dozen or more varieties consisting of 150 or more individual items 
by sizes and grades. This chart of accounts is typed on one 84” 
by 11” sheet ; it has been taken from the “Manual of Cost Account- 
ing,” which is used by a large part of the canning industry in Cali- 
fornia. However, the manual also contains about twenty single- 
spaced typewritten pages designated as “Descriptive Chart of Ac- 
counts.” This descriptive material fully sets forth the meaning of 
each account title, including specific items which should and should 
not be charged to each account. 


Prorating Indirect Costs 

Direct costs are those items which can be readily allocated to 
a particular product. In the canning industry there are some sub- 
stantial and important elements of cost which can, without any 
difficulty, be allocated directly to a product, such as raw product, 
direct labor, royalties, cans, sugar, etc. We are here speaking of 
direct costs chargeable to the respective varieties of fruits and 
vegetables packed, and not about the various sizes and grades 
within each variety. ? 





Cart oF ACCOUNTS 
(for a canning company) 


Direct Manufacturing Costs 


Direct Labor : 
= Receiving and preparation 
502 
503 Stacking 


505 Superintendence and indirect 
506 ree we taxes and compensation 


507 Royalties yalties end expenses—labor- 
saving machines 


Raw Product: 
510 Total raw product costs 


511 Raw uct 
512 Freight and hauling 


uying 

515 Lug box expense, less rentals 

516 Other raw product costs 

517 Canned goods used 

520 Cans used 

521 Sugar used 

522 Fuel, power, and water 

529 Other direct supplies and ex- 
penses 


Indirect Manufacturing Costs 
Factory Burden: 


530 Taxes and insurance 
Fe ae nea and repairs 


533 Rent of plant facilities 

539 Factory supplies and expense 

540 Auto — expense—clear- 
ing a/c 


Direct Shipping Costs 
600 Shipping cases used 
601 Labels used and label allowances 
602 Warehouse labor 
603 Freight to dock 
604 Delivery expense 
Direct Selling Expenses 

610 Brokerage paid or allowed 
611 Cash discount allowed 
612 Swell allowances and claims 

General Overhead Expenses 


620 Interest expense 
621 Warehouse fees and expenses 
622 — and insurance on ware- 


$10 Sainrian,. atnipiatention ant, 0 
ce. 


639 Other administrative expenses 
640 —— executives and 


salesmen 
649 Other general selling expense 
Sales and Cost of Goods Sold 


700 Sales 
701 Sugar ped teghate drawback 
f goods sold 


702 Cost o 

710 — of purchased 

711 Cost pay of goods for re- 
e 


Nonoperating Income and Expense 

720 Nonoperating income 

730 Nonoperating expense 
Deductions for Federal Taxes 

800 Federal taxes 


Exuzrr 1 
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Indirect costs, on the other hand, are those items which are not 
related to any one particular variety which goes through the various 
packing processes, but to all of the varieties packed. Such elements 
of indirect costs must be prorated to varieties in some arbitrary 
manner. While the method of prorating might properly be de- 
scribed as arbitrary, still it must be a method which is logical and 
reasonable, or equitable. 

There are three principal groups of indirect expenses, each of 
which is prorated to varieties on a different basis. These three 
groups of expenses are as follows: 

1. Indirect labor cost. 
2. Factory burden accounts. 
3. General overhead expenses. 


Indirect Labor Cost 

Included in this group are the salaries of the superintendent and 
his assistants, together with all other employees whose time is 
spent not in one particular department, nor on one particular vari- 
ety, but throughout the entire plant operations; such as general 
foremen, watchmen, nurses, etc. All of these indirect labor costs 
are in one account designated “Superintendence and Indirect 


Labor.” 

In this same classification there is a separate account usually 
designated as “Payroll Taxes and Compensation Insurance.” All 
payroll taxes and compensation insurance applicable to direct pack- 
ing labor are charged to this account. Both of these indirect labor 
cost accounts are prorated to varieties in relation to the total direct 
labor charged to each variety, There is certainly a reasonable de- 
gree of logical relationship between these indirect labor costs and 
the amount expended for direct labor. This relationship is ex- 
pressed in terms of a percentage, which makes the problem of pro- 
rating a very simple one. These indirect costs are usually about 
20 per cent of the total direct labor. 


Factory Burden Accounts 

As indicated in the chart of accounts (Exhibit 1), this group 
may contain five or six separate ledger accounts, consisting of 
taxes and insurance on facilities, maintenance and repair of facili- 
ties, depreciation of facilities, rental of plant facilities, if any, and 
factory supplies and expense. These expenses, representing the 
“cost of ownership” of the facilities, must be shared by all the 
varieties which use the facilities. A very large part of the entire 
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investment in packing facilities represents buildings, machinery, 
equipment, etc., which are used by every variety packed. Only 
a relatively small part of the equipment is specialized for the 
processing of a particular variety. 

For the sake of uniformity and for the lack of a better or more 
logical procedure, the canning industry in California prorates the 
total amount of these ownership expense accounts to varieties in 
relation to the subtotal of all direct manufacturing costs. This pro- 
cedure requires no elaborate statement in its defense. Any method 
of prorating this type of indirect expenses could be made the sub- 
ject of an interesting debate without ever being able to award a 
clear-cut decision to either the pros or the cons. The total amount 
of all of these expenses combined represents only about five per 
cent of the final selling price of the product. The differences in 
the final cost of a particular item, however, might be quite sub- 
stantial depending upon the method of prorating these expenses. 
For example, one method which is very commonly used is to pro- 
rate these expenses to all varieties and all sizes and grades on a 
flat per case basis; this would amount to perhaps fifteen cents per 
case. When allocated to varieties on the basis of direct cost, there 
is a range of perhaps eight cents per case to 25 cents per case. 


General Overhead Expenses 

Exhibit 1 shows a number of separate ledger accounts for gen- 
eral overhead expenses. These include financial expenses, general 
administrative expenses, and general selling expenses. All of them 
are indirect and must be prorated in some arbitrary but logical 
manner. In the canning industry these expenses are combined into 
one total in the unit cost statements, and then prorated to all vari- 
eties and to all sizes and grades within each variety in relation to 
the selling price. This method is probably very generally used in 
all types of industry. It seems to be a general economic law of 
price structures, which “loads” these expenses onto the products 
produced, in relation to their “costliness,” that is, their sales value. 
Perhaps this is because, under usual circumstances, the more highly 
priced the item, the greater its ability to bear general overhead ex- 
penses. It is a well demonstrated fact that in the canning industry, 
in a free competitive market, the price structures are such that 
general overhead expenses must be prorated to varieties in relation 
to their selling prices. This procedure follows, therefore, what 
appears to be a general economic law. 
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Operating Statements 

Two groups of exhibits are submitted. The first group shows 
the principal manufacturing cost accounts in statement form (Ex- 
hibits 2, 3, 4). The second group will illustrate the procedure for 
allocating the three principal groups of indirect cost accounts pre- 
viously referred to (Exhibit 5). The manufacturing cost state- 
ment (Exhibit 2) includes only the costs to the point where the 
goods are completed and stacked in the warehouse, uncased and un- 
labeled. This is an important point of division in the chart of 
accounts, because the canned goods often remain in this “naked” 
state for many months before they are cased, labeled, and shipped. 

Exhibit 3 is an operating statement by varieties, which includes 
as one item the cost of sales from Exhibit 2. The former relates 
entirely to quantities sold and billed and not to the quantities 
packed. Exhibit 4 is a summary operating statement prepared with- 
out regard to varieties. In this statement the cost of sales is shown 
as one item because the details have already been set forth in Ex- 
hibits 2 and 3. Exhibit 4, however, shows the general overhead 
expenses somewhat in detail. It will be observed that in the operat- 
ing statements by varieties, (Exhibit 3), these general overhead 
expenses were shown as one single item. The percentage figures in 
Exhibit 4, in which the cost of sales, direct selling expenses, and 
general overhead expenses are related to the gross sales are very 
significant. This is especially true in connection with comparative 
statements, such as a comparison of two or three years’ operating 
results for the same company, or in connection with the comparison 
of selling and overhead expenses of an individual company with 
industry group averages. 


Unit Costs 

All operating costs should be included in unit costs. The only 
exception to this rule should be items which are clearly of a non- 
operating or abnormal nature, such as loss on sales of fixed assets, 
profit on sales of securities, income from outside investments, or 
any similar items which have nothing to do with the nornial opera- 


tions of a canning plant. There seems to be a general tendency to 


exclude from unit costs such items as interest on borrowed capital, 
depreciation on facilities, sales discounts, purchase discounts, etc. 
Now depreciation is a part of cost of sales, financial expenses are 
a part of general overhead, and every other miscellaneous income 
account or expense account which represents an ordinary and 
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SuMMARY STATEMENT OF OPERATIONS 
For tHE YEAR Enpep Feprauary 28, 1946 
Details Totals Per cent 
Gross sales (Exhibit 3) .............  ceeeeees 1,404,005.38 100.00 
Cost of sales (Exhibit 3) ............  ........ 1,211,801.09 86.31 
Gross profit (Exhibit 3) ............. 0 cseseeee 192,204.29 13.69 
Direct selling expenses (Exhibit 3) ... ........ 63,180.24 4.50 
Selling profit (Exhibit 3) ............ 0 ........ 129,024.05 9.19 
Interest on loans ...........06-.00 $6,405.50 Saaiegen ath 
Warehouse fees and expense ....... 2,570.80 
Taxes and insurance (canned goods) 574.50 
Total financial expenses .........  ......4- 9,550.80 68 
Office and administrative salaries.... 23,205.90 
Office supplies and expense......... 2,890.12 
Executive and traveling expense.... 4,180.90. ........ 
Telephone and telegraph ........... 3,424.50 
Corporation taxes ............++-. 2,140.00 
Association dues and assessments... 865.00 
Sundry generaladministrativeexpenses 1,542.50 
Total general administrative ex- 
UO 5 wh okb Re da dirac's ¥abs bat Ges 4 d4bGne 38,248.92 2.72 
General sales salaries ............. 8,550.00 
Traveling expenses ................ 1,465.60 
Sundry selling expenses ............ 450.90 
Total general selling expense..... ........ 10,466.50 75 
Total general overhead expenses... ........ 58,266.22 4.15 
Net ee ROE. Se on. 00's4 tadn ibe -tosiena 70,757.83 5.04 
‘Add: Nonoperating income and ex- 
DERE 653 odode ciendege ssbvdods 2,380.47 
Net profit carried to surplus... ........ $73,138.30 
Exuusrr 4 
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normal part of canning operations should be included in costs. 
Thus when the unit cost statement is completed the grand total cost 
will be a figure not subject to further adjustment in determining 
the net profit on a particular item. Such treatment runs counter 
to the prevailing notion of preparing unit cost statements which 
represent the “total cost except depreciation,” or “total costs ex- 
clusive of overhead,” or “total costs before deduction for interest.” 
Whenever costs are prepared in this manner it is always necessary 
to add something mentally to the total, or to keep in mind a mental 
reservation to the effect that, after all, this is not the grand total 
final cost which can be compared significantly with the selling 
price. Unit costs prepared in this manner are misleading and can 
sometimes do more harm than good in formulating management 
policies. 


Unit Costs Must Balance with General Ledger Totals 


There is another rather common fault in the designing of cost 
accounting systems. This is the practice of preparing cost sched- 
ules from payrolls, from standard cost schedules, from production 
reports, and from other sources outside the general ledger itself. 
Actually, the only reliable source of total dollar costs is the general 
ledger itself, after the trial balance has been adjusted for accruals 
and for prepaid items. Unit cost statements should be “tied in” 
and balanced with the total dollar costs shown by the general 
ledger. Instead of beginning with unit costs obtained from various 
sources, and building up to a total dollar cost which may not bal- 
ance, or reconcile, with the general ledger, the process should be 
reversed by beginning with the general ledger dollar costs and 
breaking those dollars down to the unit costs. The reference here, 
of course, is to periodical or seasonal unit cost statements, and not 
to daily cost reports on such important items as labor, raw product, 
and sugar. The unit cost statement in Exhibit 5, prepared to illus- 
trate this point, shows clearly how the unit costs are balanced with 
the general ledger totals. 


Direct Costs Applicable to All Varieties 

For the purpose of discussing the problem of allocating and pro- 
rating costs to varieties, sizes, and grades, it is convenient to divide 
the cost accounts into three groups. The first group consists of 
those direct costs common to all varieties which do not vary ac- 
cording to content of the cans. This group includes such items as 
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cans, shipping cases, labels, labeling, casing, and shipping labor. 
Each of these elements of cost can be allocated according to the 
number of units packed, or the number of units shipped. The unit 
cost is the same regardless of the variety, or the grade, or the style 
of pack. When the unit costs have been determined for cans, for 
example, they apply to each can size regardless of what may be in 
the can. The following is an example of this computation: 

Total Converted 
Can size Spinach Cherries Pears cases Factor cases 
24/2% 24,700 17,000 114,200 155,900 1.00 155,900 











24/2T 15,500 14,000 pee ¢ 29,500 86 25,370 
6/10 18,800 2,200 79,000 100,000 62 62,000 
Total cases 59,000 33,200 193,200 285,400 pate 243, 
Total dollar cost of cans used (per general ledger) .......... $143,422.50 
Cost per basic case—24/2% (143,422.50 + 243,270) ........... $.58956 
Cost per case 24/2T (.58956 x .86) .....ccseccccscccecccsnees $.50702 
Coat par eae GFE Cire SED bone cvescccccccecesvecsssis $.36553 


After having determined the cost per case for each can size, it 
is a simple matter to allocate the total dollar cost of cans to the 
three varieties packed: simply multiply the units packed (each can 
size) by the unit cost per case. Thus it will be noted that only 
one ledger account is necessary for cans. This ledger account 
must, of course, be adjusted for opening and closing inventories. 
Note that the total dollar cost shown above is the same as the 
amount shown in the total column of Exhibit 2. The factors of 
relationship shown above were determined from the invoice prices 
per thousand, converted to the theoretical cost per case. Thus it 
will be observed that the determination and allocation of the cost 
of cans, both as to varieties and sizes within, each variety, is ac- 
complished entirely by arithmetical computations; it is not neces- 
sary to keep any factory records for cans used other than the 
record of the pack itself. 


Direct Costs for Each Variety 


The second group includes those elements of direct costs which 
are different for each variety, such as raw product, labor, sugar, 
and other ingredients. Accounting records must be kept to segre- 
gate these costs by varieties. This is not a difficult task because, 
in many instances, only one variety will be packed at one time. 
When more than one variety is packed at one time the problem of 
allocating labor is more difficult, but it can be done accurately with 
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adequate payroll records. The same applies to sugar when several 
varieties of fruits are being packed at the same time. Segregation 
of these direct costs by varieties, however, is limited to the total 
amount for each variety; it is not necessary to maintain payroll 
records, or other records, for making a direct segregation for 
styles of pack, for can sizes, or for grades within the same variety. 
This allocation to styles, sizes, and grades, is an arithmetical com- 
putation which is very easily accomplished. It is illustrated in the 
following computation for canning labor for Royal Anne cherries. 


Can Cases Converted 

Size packed Factor cases 
24/2% 17,000 1,00 17,000 
24/2T 14,000 80 11,200 
6/10 220 70 150 

Totals ... "33,200 ; "29,740 

Total dollar costs of canning labor—cherries.. . -$5,239.86 
Cost per Basic Case ($5239.86 + 29.740)............ 17619 
Cost per case 24/2T (.17619 x .80)........0eceeeeees 14095 
Cost per case 6/10 (.17619 x .70)..........eeeeeeees 12333 


Thus it will be noted that after the total dollar cost has been 
determined for “Canning Labor—R. A. Cherries,” the allocation 
to can sizes is a simple arithmetical computation. No payroll 
records are necessary for labor costs by can sizes. 

The factors for canning labor are determined by time studies, 
under normal operating conditions. If these factors have been ac- 
curately and reliably determined then the unit costs are significant 
and reliable for all practical purposes. The costs thus determined 
are no more and no less accurate than these relationship factors. 

This simple illustration of the use of factors does not fully 
emphasize the effectiveness of this technique because only three 
items are involved; its time-saving importance will be more fully 
appreciated when there are twenty-five to fifty items involved. 


Indirect Costs Prorated Percentagewise 


The third group of accounts includes only indirect elements of 
costs. For example, superintendence and indirect labor, together 


with payroll taxes and compensation insurance, are prorated, first © 


to varieties by the percentage relationship to the direct labor, and 
finally to every size, style, and grade, by the same percentage rela- 
tionship. The total amount of the factory burden is prorated, first 
to varieties in relation (percentagewise) to the total direct costs of 
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each variety ; and then in the unit cost statements this item is pro- 

' rated to every style, size, and grade, by the same percentage rela- 
tionship. General overhead expense, representing the total amount 
of a large group of accounts is prorated first to varieties in rela- 
tion to the gross sales of each variety; and finally, in the unit cost 
statements, this item is prorated to styles, sizes, and grades in rela- 
tion to the selling price of each individual item. This procedure is 
illustrated in Exhibit 5. 


Unit Cost Statements 

Thus it will be seen that there is included in this cost-finding 
system a definite and clear-cut procedure for allocating each ele- 
ment of direct cost, and a procedure for prorating each element of 
indirect cost to every item packed. After the dollar costs have been 
prorated to varieties, the procedure for “spreading” each element 
of cost to the individual items packed is almost entirely an arith- 
metical process. With automatic electric calculators these unit cost 
statements can be prepared very quickly. It is a fairly simple mat- 
ter to illustrate the procedure with actual figures. Two illustrations 
have already been given; one for cans which is typical of those 
items common to all varieties, the other for canning labor which 
is typical of those elements of cost peculiar to each variety sepa- 
rately. Exhibit 5 is a simple unit cost statement showing each of 
the elements of cost spread to the various sizes and grades. In this 
illustration there is only one style of pack, Royal Anne cherries, 
as a means of illustrating this procedure, because it is less com- 
plicated than some of the other varieties. 


Use of Relationship Factors © 

It will be observed that in these illustrative computations and 
cost schedules, “cost accounting factors of relationship” have been 
used as a means of reducing a complex problem to a very simple 
one. As another example of this technique, the problem of deter- 
mining the unit costs per case for raw product for apricots may 
be used. Apricots are sometimes packed in four separate styles 
of pack, but almost always in three styles: halves unpeeled, whole 
unpeeled, and whole peeled. The fruit enters the plant and is 
graded, then it is diverted into each of these three styles of pack. 
It is impossible or at least highly impracticable to weigh, or other- 
wise measure, the quantity of fruit diverted to each of these 
three styles of pack. Therefore it is necessary by means of tests 
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to determine the preparation losses applicable to each of these 
three styles of pack. By means of these tests it has been deter- 
mined that the normal preparation losses are as follows: for halves 
unpeeled 20 per cent, for whole unpeeled 3% per cent, for whole 
peeled 3144 per cent, and for halves peeled 34% per cent. This 
means that 100 pounds of apricots would yield either 80 pounds 
halves unpeeled or 96.5 pounds whole unpeeled or 68.5 pounds 
whole peeled, or 65.5 pounds halves peeled. Since halves unpeeled 
are the item normally packed in the greatest volume, this style 
is uséd as the basic item, having a factor of 1.00. The other fac- 
tors are obtained by dividing the respective yields into 80: 

Halves unpeeled: 80-80 == 1.00 

Whole unpeeled: 80--96.5= .83 

Whole peeled: 8068.5 == 1.17 

Halves peeled: 80-- 65.5 == 1.22 


By the use of these factors of relationship applied to the cases 
packed an arithmetical allocation can be made of the quantities of 
raw fruit used in each style of pack. It is not necessary, therefore, 
to measure physically the quantity actually used in each style of 


pack. 

The above-mentioned factors of relationship apply only to the 
style of pack ; it is also necessary to establish quantitative differen- 
tials for each of the various can sizes. Using 24/2% cans as a 
basic item and relating all other can sizes to this one, the relation- 
ship can be expressed by the following : 


6/10 (Table) i 
WOT TI dns F834. peasy .gI 


Combined Quantitative Differential 

Since there are two sets of relationship factors, one related to’ 
the style of pack and another one related to the can size, it is neces- 
sary to combine these two factors into one. This is done simply by 
multiplying the can factor differential by the style factor differen- 
tial to arrive at a combination of the two. In Exhibit 6 there is 
shown a typical pack of apricots reduced to a common denominator 
by multiplying each of the items packed by a quantitative differen- 
tial. The results are a statement of the total pack in terms of the 
number basic, or converted cases packed (Exhibit 6). 
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E lent 
- Quantitative or 
Actual conversion converted 
Halves unpeeled: factor cases 


1,11 


cigs 


— 
Cea 
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Standard 6/10 
Seconds 24/2% 
Water 6/10 
S. P. Pie 6/10 
Halves peeled: 
Choice 24/2% 
S. P. Pie 6/10 
Whole unpeeled: 
Fancy 24/2% 
Choice 48/1T 
Whole peeled: 
Fancy 48/1T 
Choice 
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Qualitative Differentials 

If the apricots were packed in one grade only, the total basic 
cases shown above, divided into the total dollars spent for new 
product, would equal the cost for a basic case. However, these 
apricots are packed in six different grades. Based upon the normal 
differentials in selling prices over a period of years, a set-of quality 
differentials has been developed for each of these grades. Using 
standard grade as the basic item, the following qualitative differ- 





1... TET) PEP eE TES een Per 75 
ee eee Sere Perey 75 
Pie (unpeeled) .............. .50 
Pie (peeled) .......0...ie0e. .I0 


This simply means that the fruit which was good enough to pack as 
fancy was worth 140 per cent as much as the fruit packed as stand- 
ard, and that the fruit packed as pie was worth only 50 per cent as 
much as standard. After having reduced the pack to a common 
denominator, as to the quantity packed, these qualitative differen- 
tials are then applied in order to reduce the pack again to a com- 
mon denominator, recognizing the quality of the fruit as well as 
the quantity. In the schedule shown in Exhibit 7 these qualitative 
differentials have been applied to the quantities of basic cases 
packed. 


Quaniitative Basic cases 
basic Qualitative ity Cost per 
cases factor quantity case 
SR sata Nal nanwetpbies 13,684 1.40 19,158 $2.29270 
GK. ; ow dccuctbisudouws 42,448 120 _ 50,938 1.96517 
Standard (basic item)...... 22,354 1.00 22,354 1.63764 
EN C5 us Sb Sb ewsbcdkont 1,726 75 1,295 1.22823 
EE iin a dar ac bieameues 2,046 75 1,535 1.22823 
OSs he ar eee 7,484 50 3,742 81882 
a eo aS ree 383 10 38 16376 
THER © oecue cds weisitcs 90,125 99,060 
Unit cost determination 
Total ‘cost of raw fruit, f.o.b. plant.................-0000e $162,225.00 
Total basic cases (per abov ») PEEL I RE OE 99,060 
Cost per basic case ($162,225 + 99,060)................... $1.63764 
mistuet 7 


In Exhibit 7 the raw fruit cost includes, besides the price paid | 


the grower, other acquisition costs such as hauling, storage, and 
buying expenses. This cost is divided by the total basic cases 
after applying quantity and quality differentials. The quotient 
represents the cost per case for the basic item (24/2% standard 
halves unpeeled apricots). It is then a simple matter to determine 
the cost for every other grade in the basic can size, by multiplying 
the basic unit cost ($1.63764) by the appropriate quality factor. 
The results are shown in the last column of Exhibit 7, and repre- 
sent the unit costs for the various grades of the basic item. To 
determine the cost for any other can size or style it is necessary 
merely to apply the proper quantitative cost factors for size and 
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style to the cost of this basic item. Essentially, the operation con- 
sists of multiplying the basic item cost by the three differentials 
for style, size, and quality. For example, the cost per case of 
whole peeled apricots, size 48/1T, choice, would be calculated as 
follows : 


Cont per’ THRIS GHBOs so 5 Soka cv ess cescivestenttsga $1.63764 
Style factor (whole peeled). ...........2++eeeeeee 1.17 
ng ys beers ae reef” I.11 
Genie TE CONNIE wi coe hk cc catccasechbsrvocse 1.20 


Adjusted cost = $1.63764 X 1.17 X L.II X 1.20== $2.55216 


Since Exhibit 6 combines the style and size factors in a single 
index, the answer may be obtained by a single multiplication, by 
taking the cost in Exhibit 7 and multiplying by the quantity differ- 
ential in Exhibit 6: 

$1.96517 X 1.30 = $2.55472 


The difference in the two answers above is due to the rounding off 
of the quantity differential. 

With automatic calculators the job can be done very rapidly ; 
the entire procedure for forty or fifty items can be completed 
in a very few minutes, including the final computation which is to 
prove that the units packed (at the bottom of the unit cost state- 
ment, Exhibit 5) when multiplied by the unit cost per case for 
each item, are in agreement with the total dollars cost. 


Uniform Cost Accounting 


There are in California more than thirty canning companies that 
are currently using a cost accounting manual which has as its 
primary object a wide use of uniform methods and principles of 
‘cost accounting. This does not mean that the companies using 
this manual arrive at the same or uniform costs per case, or per 
dozen. Their total unit costs vary widely because of efficiency. 
There is a vast difference between uniform costs, and uniform 
methods of cost determination. To mention a few important items, 
this group has achieved uniformity in the procedure for applying 
qualitative differentials to the raw product costs by grades, in the 
classification of accounts, and in the procedure for prorating 
various types of indirect costs to varieties and to styles, sizes, and 
grades within each variety. It may be said that there is a similarity 
in the final grand total cost differentials, but certainly not in the 
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total costs. There is a wide variation in total costs of individual 
companies, reflecting efficiency or inefficiency, as the case may be. 
This difference between uniform methods and uniform results can- 
not be overemphasized since there seems to be a tendency to jump 
to the conclusion that one of the purposes of a uniform system is 
to guide the users of such a system to the determination of the 
same total cost. Such a goal would be not only impossible, but 
perhaps illegal. 

In addition to the above, this particular group of California 
canners for the past 8 years has produced group average costs for 
each of about ten different varieties of California fruits and vege- 
tables. Each participating company receives each year a report 
showing its own unit costs compared with the group average. This 
comparison is made for the basic item for each variety ; it shows 
comparatively each element of cost included in the grand total 
cost to make and sell. For certain important elements of cost in 
which the variations are greatest (such as raw product and labor) 
the group averages are segregated into subgroups, to show the 
high, middle, and low group averages. The purpose of this group- 
ing is, of course, to indicate the range in cost experiences. It has 
been the policy never to publish the cost experience of an individual 
canner, even without a name. The cost experience of an individual 
canner is not disclosed to anyone except himself. 

These group average costs have proved valuable yardsticks of 
efficiency ; they are followed closely and have been used profitably 
by all of the participating companies. This is especially true of 
some who have been shocked by their own excessive costs. With- 
out these yardsticks they would have been unable to discover the 
extent of these excessive costs. Since the unit costs are expressed 
in terms of a basic item, both for the individual canner and for 
the group, it is a simple matter to translate the differences in unit 
costs into total dollars for the individual canner. These differences 
sometimes total almost unbelievable amounts, especially when com- 
pared with the most efficient group or “low average” group experi- 


ence. Strange as it may seem, the greatest differences are not in - 


the indirect elements of cost, such as factory burden and general 
overhead. They are in direct labor (even though labor rates are the 
same) and in raw product (even though the grower price per ton 
is the same). The greatest variation in efficiency is in the manage- 
ment of labor and in the utilization of raw product, the latter affect- 
ing the case yield and grade yield. 
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THE AUDITEE SPEAKS 


by JOSEPH A. DOWLING, Chief, 
Corporate Accounting Section, Johns-Manville Corp., 
New York, N. Y. 

5 genpindneae millions of words have been spoken by and for 

the auditor, his responsibilities, his techniques, his stern duty. 
Yet for every auditor there must in the nature of things be an au- 
ditee. For him, the auditee, the words are not only uncounted, but 
largely unsaid, so in the interests of the forgotten man who is the 
auditee let these few words be written. 

Time was (and for many auditees perhaps still is) when year- 
end closing was a time of general dislocation, of unstinting prepa- 
ration for the coming of the auditor, when all, or most all, current 
work was laid aside to make way for the respectful reception of 
the sacrament of certification. The auditee and his employees 
worked long hours to lay bare the soul of the corporate records 
that the cleanliness and righteousness thereof might be made 
known to all men. Every last corner was swept clean and then 
gone over again just to be sure no errant spot sullied the immacu- 
laty of the corporate being. December was a month of feverish 
anticipation, January and February months of proving, exhibit- 
ing, convincing. Then came March and the climax, the happy 
relief, when within the very correct covers of the coveted report, 
there was written for the interested to read. . . . “We have ex- 
amined .. . reviewed the system of internal contro! . . . by meth- 
ods . .. we deemed appropriate . . . in our opinion . . . conform- 
ity with generally accepted accounting principles. . . .” 


Why Wait Until March? 

And so for years and years it happened o’er and o’er until one 
year a vice president of the auditee, the one of whom I speak, 
made a pregnant query—“Why?”. . . . “Why wait until March 
to learn the earnings of the previous year? . . . Why wait until 
April for January figures? ... Why?... Why... ?” 

Valiantly the men of the auditee’s accounting staff spoke up. 
“Mr. V. P., there’s the matter of reconciling bank balances, of 
confirming accounts receivable, of counting inventory, of gather- 
’ ing in every last dollar of debts payable, of posting and balancing 
general ledgers for a preliminary closing, a semifinal closing, a 
final closing, an adjusted final closing—all these and other chores 
669 
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to be done “as of December 31.” Patiently, courteously the 
V. P. listened, nodded understanding, agreed that that which must 
be must be. There was, however, one addition which he must 
impose and that was that the annual report to stockholders, with 
a certified statement therein, must be delivered to the printer by 
January 31, which happens to be just one month after the mysti- 
cal date of December 31. 

Perhaps a skillful writer would at this point start to build up 
reader suspense and by literary procedures make a game of pro- 
voking the reader to wonder whether the staff of the auditee 
would make the one-month deadline. But away with suspense, 
let the “end-figure” be known at once. The auditee did present 
the annual report to the stockholders, certified statement and 
all, in just thirty days. The auditee’s annual report has been 
among the first to appear in print. Now that the end of the story 
is known, let’s go back a little and review the steps which preceded 
the final result. 


Cooperation of Auditors ; 

Fine cooperation of the auditors and the extensive use of tabu- 
lating machine equipment were the two outstanding factors; 
others were pin-point scheduling of the flow of work and papers 
and drafting of personnel from related departments. Auditors 
looked up their book of rules and found that inventory could be 
counted on November 30 just as safely as on December 31. Ac- 
counts receivable could be confirmed at some date earlier than 
December 31. Expenditures for capital assets could be vouched 
in November and December and then reviewed only briefly for 
late purchases after the year ended. Accounts payable obliga- 
tions could be gauged accurately by inspection of open order files 
soon after December 31. Bank balances could be reconciled by 
internal auditors under general supervision of public accountants. 
Propriety and adequacy of the reserves could be evaluated before 
the end of the year. The list of these and similar plannings 
could be extended, but it can all be said by stating that it is not 
necessary to wait until the year has actually ended before begin- 
ning the verifications essential to auditing. All of this involved 
the cooperation of the auditor, and the auditee acknowledges 
gratefully that the cooperation was given. We give thanks that 
auditors can be flexible in their methods while retaining rigidity 
of principle. 
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Tabulating Equipment 

It would of course have been unsportinig to have placed all of 
the burden of the one-month deadline upon the auditor, so the 
auditee examined his own conscience and among other things 
found that much time was occupied with the posting and balancing 
of ledgers, and then posting general ledger trial balances and 
factory ledger trial balances upon seemingly unending worksheets 
) to be added and proved into a final consolidation. Since time 
immemorial these orthodox operations had been performed with 
J pencil and columnar paper, with eyestrain and overtime. But 
this is a machine age, so we are told. Into the punched holes of i 
the tabulating machine card went the general ledger accounts and i 
the trial balances of factory ledger accounts. The leather-bound | 
ledgers were decently laid to rest in the dust of the vault, there | 
to become museum pieces for some future generation. To obtain ; 
a trial balance of any general ledger it became simply a matter 
of setting the proper major and minor in the control board of q 
the machine, pressing a starter button and then watching while i 
the obedient machine, with the regularity of a heartbeat, printed 
account numbers, account names, debits, credits, balances, and { 
with the marks of true workmanship finally deposited the correct 
totals at the bottom of the page. Ended was the suspense of 
“does it balance?” the “looking for differences,” the tedious list- 
ing and manual addition, The machine posted the accounts, 
footed them, listed them, balanced them. A mere assortment of 
tiny rectangular holes became a general ledger. 

Consolidated balance sheet and consolidated earnings state- 
ment followed the way of the general ledger. These formidable 
monuments of the accountant’s art became just a recipe to test 
the digestion of the robot. Into the tabulating machines were 
fed cards for the several ledgers, mixed with some eliminating 
adjustments, and spiced with foreign exchange conversions, They 
gulped rhythmically then printed nicely arranged figures on the 
waiting sheets. Transfer the figures to printed statements and 
there you have the final statements—consolidated balance sheet 
and consolidated earnings, with analysis of surplus thrown in 
for good measure. The auditors scan the statements, look back 
over the details of the listings from the machine, test the com- 
ponents, cross-check them, find an occasional point of discussion 
or disagreement. Adjustments are agreed to and back into the 
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machine go the adjustments. Once more the faithful gears and 
shafts do their appointed task and the job is done, the statements 
are ready for certification. Oversimplified? Well, maybe some 
of the steps have been omitted in the telling, because after all 
we're just giving you the general idea. 


Proceeding According to Plan 

Yes, in telling this story there has been some oversimplification. 
Practically nothing has been said of several weeks of planning 
all the details, writing instructions, anticipating “bottle-necks.” 
It alt reminds you somewhat of the work of automotive engineers 
who think ahead all the problems of production, and when these 
are solved the making of the actual automobile, like making the 
consolidated statements, is largely a matter of proceeding-accord- 
ing to plan with the least possible lapse of time. 

Thus ends the speech of the auditee, and now reverting to for- 
malities of persentation, let us suggest that the year-end closing of 
records can be time-consuming to a degree that is out of pro- 
portion to the necessities of the occasion. It seems to me that the 
subject deserves more general discussion than apparently it has 
received in publications of accounting groups. A great many 
annual statements for any calendar year carry date lines in late 
February and March. Back of these late dates there could be 
and probably are delayed reports for the early months of the 
year. If we admit that the timeliness of accounting documents 
is “of the essence,” then publication of the annual report within 
a month or less after the end of the year is more than merely 
a desirable objective. It is a necessity. 














SIMPLIFIED ACCOUNTS PAYABLE PROCEDURE 


by LOUIS P. BULLAT, Accounting Head, 
International Tag & Salesbook Co., Chicago, Ill. 


Ryerss accounts payable routine requires the use 

of a multi-column voucher register or a distribution sheet to 
record the accounts to be charged. Under this system the account 
distribution is indicated on the voucher and from it the informa- 
tion is transcribed to the voucher register, either to special purpose 
or sundry columns. Through the use of detachable distribution 
stubs the need for a columnar distribution sheet is eliminated. This 
method can be used to advantage by almost any concern whose 
volume is not large enough to use a punched card system or other 
mechanical sorting device. 


Voucher Check 


The basis of the system is a four-part, one-time carbon voucher 
check (Exhibit 1). All carbons are collated at the time that the 
forms are glued together. This eliminates the hand insertion of 
carbons. After the check has been filled in, a quick snap removes 
the carbons and leaves the forms separated for filing. 

The original copy of the voucher check has no stubs attached to 
it, because it is sent to the payee. The second copy has detachable 
stubs for sorting according to account numbers. While only three 
distribution accounts are provided for, any increase in the number 
of accounts to be charged is accomplished through the use of sup- 
plementary unnumbered stubs. It is of course possible to redesign 
the form to provide more stubs. 

The third and fourth copies are the same as the second except 
for color of stock. Since these copies are used for reference pur- 
poses only, no perforation is provided for removal of distribution 
information. 


Mechanics of Distribution 


At the time the voucher checks are prepared, usually before the 
due date, the account numbers and amounts to be charged are re- 
corded on the distribution stubs. At the end of the accounting 
period all stubs are sorted by account numbers. Each account is 
subtotaled, and the amount posted to the proper ledger account. 
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INTERNATIONAL TAG & SALESBOOK CO. wWe.- 1315 
319-329 N. WHIPPLE STREET - 





Chicago, June 10, 1944 $ 109.00 
PAYoas DOULARs 
‘ Brown Co vt 
onn . 
Chicago, Illinois Invernanionat Tac & SavesBook Co. 
u OF cients pled uae 


‘wo Crry NATIONAL BANK & TRUST Co. or CiticAGO 
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INTERNATIONAL TAG & SALESBOOK 
319.329 N. WHIPPLE STREET No. 1315 
paTE DESCRIPTION AMOUNT DISCOUNT NET 
5-23-44 Inv. #62942 ° $100.00 $2.00 $98.00 
DETACH STUB BEFORE DEPOSITING CHECK 
Preto Ora ne a nnn ag ee 
No 1315. 3 N? 1315 N° 131 
NUMBER AMOUNT H NUMBER AMOUNT ' WUMBER: AMOUNT 
115 70.00 1z< 30.00 
Exumir 1 


The grand total of all stubs represents the credit to accounts 
payable. 


Voucher Check Control 


To control the accuracy of the distributions, and to keep track of 
the voucher checks, all checks are prenumbered and listed on a 
voucher summary (Exhibits 2 and 3) showing check number and 
amount. This voucher summary takes the place of an accounts 
payable register without the customary distribution columns. As 
each voucher is paid, the number is checked off on the summary 
sheet ; all unchecked numbers represent unpaid invoices. 

As checks are mailed out they are entered in a check register 
(Exhibit 4). When they are returned by the bank they are sorted 
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ACCOUNTS PAYABLE me arom thd SHEET 
Montli Of. ...:.......¢.0045 1944 


Number Amount Number Amount Number Amount Number Amount 
5632 $ 54.69 

















17.52 (In actual practice, this procedure is recorded 

120.00 by hand on columnar ruled sheets, or, if pre- 

30.00 ferred, a wide carriage adding machine can be 
"0.0 used.) 





ESESHR: 
as 838 


Total Credit to Accounts payable........ $183,629.40 





Exuuisit 2 h 


Summary of debits by account numbers: I 
(This is the total of the stubs by account i 


numbers. ) , 
Acct. Number Amount ' 
101 $ 1 poor: 
103 294.16 
116 2,342.84 
129 629.40 
142 756.82 
216 5,693.86 - 
etc. etc. 
$183,629.40 
Exuzsrr 3 


for reconcilation purposes, by dates rather than cheek numbers, 
and are checked off in the check register. All unchecked numbers 
represent outstanding checks. 


Disposition of Copies of Voucher Checks 


The following steps represent the cycle of operations involved in 
handling the four copies of the voucher checks : 





Date 


Etc. 


Pep m 
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CASH DISBURSEMENTS SUMMARY SHEET 


Number Debit Credit Credit Daily Total 
5634 123.29 2.47 120.82 
5637 84.3% 84.36 
5640 629.50 6.29 623.21 828.39 
5632 54.69 54.69 
5636 394.20 1.97 392.23 446.92 
5641 326.14 326.14 
5643 18.90 18.90 
5644 120.00 2.40 117.60 
5647 54.19 54.19 - 
5649 200.00 2.00 198.00 714.83 
Etc. Etc. Etc. Etc. Etc. 








$192,530.66 $2,346.92 $190,183.74 














Exuumir 4 


Prepare the voucher check. 

Remove carbons. 

Attach invoices to third copy (pink sheet). 

File first, third, and fourth copies together under the due 
date of the check. 

File second copy in a temporary file until ready to be listed 
in the accounts payable register. When there are about 
25 copies, enter in the register (Exhibit 2). 

Detach distribution stubs and add them to make certain 
that their total is the same as the credit to Accounts Pay- 
able. After detaching stubs, file the second copy in a per- 
manent alphabetical suppliers’ file. 

Retain stubs until the end of the month, at which time they 
should be sorted according to account numbers and totaled 
for each account (Exhibit 3). 

When a check is sent out, retain the green (fourth) copy 
in a date file, in order te determine how much is with- 
drawn from the bank each day. From the green copies 
list daily the check numbers and amounts in the cash dis- 
bursements register (Exhibit 4). Retain green copies 
in a permanent file according to dates. 

File the pink (third) copy according to voucher check num- 
bers in a permanent file. 








